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6601 GENERAL
(Revised 03/09)

This and the following sections set forth the glires to complete the Economic and
Fiscal Impact Statement (STD. 399). Pursuant tee@onent Code Section 11346.5, a
rulemaking agency is required, prior to the isseamican executive regulation, to include
in the notice of proposed adoption, amendmentepeal of a regulation the following:

1. A determination as to whether the regulation impasenandate on local agencies
or school districts and, if so, whether the mandedgiires state reimbursement
pursuant to Part 7 (commencing with Section 178@M)ivision 4 of the
Government Code.

2. An estimate, prepared in accordance with instrastadopted by the Department
of Finance (DOF), of the cost or savings to anteségency or local government;
the cost to any local government that is requioeldet reimbursed under Part 7
(commencing with Section 17500) of Division 4 og tGovernment Code; any
other nondiscretionary costs or savings includeagnue changes imposed on
state and local governments; and the cost or savimfgderal funding to the
state.

6602 DEFINITION
(Revised 03/09)

For the purposes of implementing these guidelitiesfollowing definitions apply:

Agency, Local. Any city, county, special district, authority, ather political subdivision
of the state.

Agency, State. Every office, officer, department, division, bune&oard, council, or
commission in state government. A "state agencgsdwt include an agency in the
judicial or legislative branches of state governmen

Costs. All additional expenses for which either suppletaéfinancing or the redirection
of existing staff and/or resources (with or withthe need for supplemental funding) is
required. Costs include those which can be absarbad agency's existing budget.



Direct Costs

1. Personnel needed to perform a line function ovagtprescribed (expressed or
implied) in the regulation.

2. Fringe benefits associated with those personngl, retirement, OASDI, workers'
compensation.

3. Operating expenses associated with those persangelif compliance is
achieved by contracting with a private vendor.

4. Any additional equipment which will have to be pumsed or leased in order to
comply with the regulation.

5. Allocation of other personnel-related costs if atiterwise allocated through an
indirect cost system. Some agencies may allocatedhts of rent, space, utilities,
etc., directly to the personnel involved.

Indirect Costs. Any costs related to the additional personnelp@rating expenses
described in the preceding which are not diredthycated or assigned to those personnel.
They do not include a pro rata share of the cdsasmp manager or supervisor above the
first line supervisors since it is assumed thatsugh supervisors would be in place
whether or not the personnel hired to comply wiht tegulations were there. For
example, if a regulation necessitated the hiringdufitional staff in a county welfare
department, it would not be appropriate to asdigimugh an indirect cost system, a
portion of the costs of the county welfare direc¢tothose new personnel since the
director would exist to perform his/her functiongee if the new personnel were not
hired.

Mandate. A requirement with a consequence of noncompliari@ther (1) a criminal
penalty, (2) a civil liability, or (3) an administive penalty.

Public Agency. Any state agency, city, county, special distischool district,
community college district, county superintendefrgahools, or federal agency.

Reasonable Compliance. No universal definition is available. However, tipeudent
person” test can be utilized to arrive at an appatg definition of the term. For example,
if an agency is required by regulation to providasportation for certain persons, it
clearly would not be appropriate to purchase linmersype luxury automobiles to do so.
On the other hand, it would not be appropriatertwvigle the service by purchasing
tandem bicycles. Reasonable compliance can bevachigth some mode of
transportation between the two extremes cited.i3$ueng agency must evaluate each
instance separately and determine what "reasocabipliance" would be. The estimate
developed must clearly indicate the mode or leVelctivity it has assumed would
achieve such compliance.

Since compliance connotes that the regulation resh requirement, costs incurred by
state or local agencies in exercising any authgrisnted by a regulation which is
permissive or optional are not germane and neetenestimated.



Regulation. Every rule, order, or standard of general appboadr the amendment,
supplement, or revision of any rule, order or staddadopted by any state agency to
implement, interpret, or make specific the law ecéd or administered by it, or to
govern its procedure.

The term "emergency” means a situation that catlénfimediate action to avoid serious
harm to the public peace, health, safety, or gémeztiare. An emergency regulation is
adopted pursuant to Government Code Section 11346.1

Revenues. Any changes in the amounts of operating incomeived by state and local
agencies as the result of an executive regulatiost @so be identified. In this context,
"revenue" includes taxes, state and/or federat@ssie, fees, licenses, and so forth.

Savings. Both actual budget reductions and the "freeingafstaff and/or resources for
reassignment to other areas of legitimate concketimecagency.

School District. Any school district, community college district,@munty
superintendent of schools.

Special District. Any agency of the state which performs governmertaroprietary
functions within limited boundaries. Special distincludes a redevelopment agency, a
joint powers agency or entity, a county serviceagemaintenance district or area, an
improvement district or improvement zone, or artyeotzone or area. Special district
does not include a city, a county, a school distadca community college district.

County free libraries established pursuant to Girap{commencing with Section 19100)
of Part Il of the Education Code, areas receiviognty fire protection services pursuant
to Government Code Section 25643, and county readats established pursuant to
Chapter 7 (commencing with Section 1550) of Divisibof the Streets and Highways
Code shall be considered special districts fopatposes of this section.

6603 ECONOMICIMPACT STATEMENT
(Revised and renumbered from 6680 on 03/09)

Government Code Section 11346.3 provides guidebndsow to assess the proposed
regulation's economic impact on California busiess3he Economic Impact Statement
(EIS) section has been added to the STD. 399 feiptrpose. The issuing state agencies
must include a completed STD. 399 form with eadppsed regulation that is submitted
to the OAL for publication in the California Regtday Notice Register.

Questions on the EIS may be directed to the:
California Labor and Workforce Development Agency

801 K Street, Suite 2101
Sacramento, CA 95814



Telephone number: (916) 327-9064
Fax number: (916) 327-9158

6604

CONTENTSOF FISCAL IMPACT STATEMENT (FIS)

(Revised and renumber from 6603 on 03/09)

A state agency that adopts, amends, or repealstiagaegulation or emergency
regulation must make a local mandate determinati@han estimate of fiscal impact
resulting from the "regulation" on the following:

L ocal Gover nment

1.

Any costs which must be reimbursed pursuant toi@eétof Article Xl B of

the California Constitution and Part 7 (commenanity Section 17500) of
Division 4 of the Government Code. See GovernmemateCSection 17514 and
SAM Section 6620.

Any costs which are not reimbursable under thatipron of the Constitution but
which will necessarily be incurred in reasonablmpbance with the regulations.
Any savings.

Any other impacts such as revenue changes.

State Agencies

1.

Any costs that necessarily will be incurred in ceeble compliance,
administration, implementation, and/or enforcenignthe issuing state agency
and/or any other state agency.

2. Any savings.
3.

Any other impacts such as revenue changes.

Federal Funding to the State

1.
2.

Any additional funding required.
Any reduction in such funding.

The required estimate must include a definitivéesteent on each of these items. For
example, even if there are no resultant reductimios savings of federal funds, that fact
must be so stated and reported. Each of the itefusther defined and explained along
with suggested methodologies for developing esemaf "costs” and "savings," in the
succeeding sections.

6605

FISCAL IMPACT ON LOCAL GOVERNMENT

(Revised and renumbered from 6620 on 03/09)

Subdivision (a) of Article XllI B provides that whever the Legislature or any state
agency mandates a new program or higher levelreicgeon any local government, the



state shall provide a subvention of funds to reimbuhat local government for the costs
of the program or increased level of service, ektegt the Legislature may, but need
not, provide a subvention of funds for the follogiimandates:

1. Legislative mandates requested by the local agafiegted.
2. Legislation defining a new crime or changing arsgmg definition of a crime.

3. Legislative mandates enacted prior to January 7518 executive orders or
regulations initially implementing legislation emned prior to January 1, 1975.

Subdivision (c) of Article Xl B provides that aandated new program or higher level
of service includes a transfer by the Legislatuoenfthe state to cities, counties, cities
and counties, or special districts of completeantigl financial responsibility for a
required program for which the state previously bachplete or partial financial
responsibility.

Government Code Sections 17500 et seq. requirgtéite to reimburse local agencies
and school districts for any costs that they agaiired to incur after July 1, 1980, as a
result of a statute enacted or any executive andelementing any statute enacted on or
after January 1, 1975, which mandates a new progrdmgher level of service of an
existing program.

Government Code Section 17516 defines "executiderbias:

Any order, plan, requirement, rule, or regulatissuied by any of the following: (1) the
Governor, (2) any officer or official serving aetpleasure of the Governor, or (3) any
agency, department, board, or commission of s@atergment.

It is important to note that only those executivéers which implement state statutes that
impose a mandate on local governments fall withengurview of Section 6 of Article

XIII B of the California Constitution, and that anggulation listed as a statutory
exception under subdivisions (a) through (g) of &ament Code Section 17556 may
have a fiscal impact, but is not a state reimbuesatandate. Specifically, any costs
which local governments incur as the result ofqulation which implements a ballot
measure approved by the voters, a court orderfedexal directive would not be
reimbursable by the state; however, as describ#tkifollowing sections, the issuing
state agency is nevertheless required to includesamate of these non-reimbursable
Ccosts.

6606 FUNDING FOR REIMBURSABLE LOCAL COSTS
(Revised and renumbered from 6621 on 03/09)

Pursuant to Government Code Section 17561(b)(1)«B&n a regulation involves
reimbursable costs, it "...shall be accompanied byl appropriating the funds therefore,
or alternatively, an appropriation for these cas$tall be included in the Budget Bill for



the next succeeding fiscal year." Use of the s@@dternative must receive prior
approval of DOF. If the state agency fails to pdevappropriate funding, then affected
local agencies are authorized to file claims fambirsement with the Commission on
State Mandates.

In order to prepare the local mandate determinagqguired by Government Code
Section 11346.5; i.e., a determination as to whdtheeproposed regulation imposes a
mandate on local agencies or school districts, igicessary to first answer the following
guestion:

Will the regulation require local entities to uniddée a new program or to provide an
increased level of service in an existing program?

If the answer to this question is "No," then chbok 4, 5, or 6 in Section A of STD.
399. If the answer is "Yes," it is then necessargetermine if the costs resulting from
the mandate are not state reimbursable based anererof the statutory exceptions in
subdivisions (a) through (g) of the Government €8eéction 17556 as follows:

Implements a federal mandate.

Implements a court mandate.

Implements a mandate in a ballot measure approy¢adeovoters.

Results from a documented request from the onlgllgovernments affected.
Provides (or fall within the purview of existinggwenue sources or other
financing mechanisms.

Results in savings that are equal to or exceedastg.

Creates, eliminates, or changes the penalty f@waarime or infraction.

agrwnE

N

In addition to these statutory exclusions, the tohiave held that costs of statutes and
regulations are not reimbursable if they:

1. Result from an action undertaken at the option lotal government (County of
Contra Costa vs. State of California, 177 Cal Ag53.79 (1986).

2. Are not unique to local government, e.g., affedhlibe private sector and the
public sector (County of Los Angels vs. State olifGmia et al, 43 Cal App 3d
46 (1987)).

If it is determined that the regulation does nopa®e a reimbursable mandate on local
government, it is still necessary to include a gpestatement reflecting that
determination in the notice and to develop estisiateany nonreimbursable local costs.
If it is determined that the regulation does impaseimbursable mandate on local
government, then it is important to state the mangeecisely. This is normally best
accomplished by employing a statement, expressethimdatory terms, which identifies
both the affected local governments by group aedattivity that will be required of
them, e.g., "county clerks shall provide each pgliprecinct worker with an American
flag,” "school districts shall provide each studeith a lunch box at no cost to the
student,” "all local governments shall record ateatape all meetings of their governing



bodies.” With the mandate so stated, it is thessiide to proceed to develop an estimate
of its cost to local government.

6607 COST ESTIMATING METHODOLOGY
(Revised and renumbered from 6622 on 03/09)

A standard methodology has been developed forruestimating costs in regulations.
The main components of that methodology are (I¢stant of the mandate, (2)
background or introductory material, (3) workingalg4) assumptions, (5) calculations,
and (6) conclusion.

Descriptions of these components are as follows:
Statement of the Mandate

This is described in SAM Section 6606.
Background or Introductory Material

This component must include the following:

1. Alegal description of the legislation which is thasis for the regulation, e.g.,
Chapter 1234, Statutes of 1996 (SB 123, Smith).
2. Any other pertinent historical data.

Working Data

Working data are any available statistical datataed sources which would identify the
affected universe. (For example: Secretary of Stata on the number of registered
voters and/or polling places, State Departmentcafdation data on school enrollees, or
State Controller's reports for the number of lggalernments.) Also, any "market place”
information or standard costs of items needed topty with the mandate, e.g., quoted
process for forms, lunch boxes, video camerasgsedatals, or contract services). In
addition, it is very useful and, in some instanegsential, that a representative sampling
of the affected local governments be contactedgamedied as to the impact of the
mandate on them. Very often organizations reprasgitie affected local governments
such as the California State Association of Cosni&SAC) and the League of
California Cities can either provide such inforrmatdirectly or identify those local
governments most likely to be most affected by andble to provide information
regarding the mandate's impact on them. Each chasylesignated a person, usually in
the County Executive's Office, as a "local mandatardinator” for purposes of

providing information, upon request, on pendingdkgion and handling Commission on
State Mandates claims. Those coordinators shostdla able to assist in developing
fiscal estimates for regulations.



Assumptions

On occasion, data regarding the affected univerdéoathe price of the mandated item
are not readily obtainable. In these instancesay be necessary to make some
reasonable assumptions about the impact. Thesmpisns must be clearly stated and
kept separate from the "hard" data used in devetpitie estimate.

Calculations

Any mathematical computations using working datd/@anassumptions necessary to
arrive at a resultant cost figure must be displagsts for both the balance of the
current fiscal year and for the subsequent twafigears must be developed. Separate
calculations must be provided for local, state, fatral costs, as appropriate, as
described in the succeeding sections. Any savimgsith level of government must be
similarly identified.

Conclusion

Determinations made by the issuing state agen@rdet the applicability of the
California Constitution to any resultant costs andthe need to provide additional
funding of any state costs. See SAM Section 660&#® required information.

6608 NONREIMBURSABLE LOCAL COSTS
(Revised and renumbered from 6623 on 03/09)

Local governments may incur costs as the resulafssuance of executive regulations.
These costs must be identified and estimated bisflueng state agencies even when they
are not reimbursable state mandated costs. Tlost®will generally result from
regulations which fall under one of the statutaxgeptions listed in Section 6606.

The basic estimating methodology is the same as#tdorth in SAM Section 6607;
however, it is important to clearly indicate thia¢$e are not constitutionally reimbursable
mandates and to develop estimates of offsettinoppgaand costs. For these regulations
no estimate of costs is required since only "otterdiscretionary costs" are specified in
law; however, there may be occasions where it wbaldesirable to have an estimate of
the costs that would be incurred if all eligibledb governments took advantage of the
authority conferred by the regulation.

6609 SAVINGSTO LOCAL GOVERNMENTS
(Revised and renumbered from 6624 on 03/09)

In a sense, savings result from what might be ddhegative mandates”, since local
governments are relieved from doing something these previously required to do.
The same basic estimating methodology as set iioiSA\M Section 6607 can be
employed to determine local savings in state reguig. In fact, it should be relatively
simple to derive estimates of savings since afteldeal governments must be able to



identify what they are doing and what the assodiatests are. The discretionary savings
must also be identified since the state would le@idng local governments with the
option, if they choose to take it, to reduce thst @ government.

6610 INCREASESOR REDUCTIONSIN LOCAL REVENUES
(Revised and renumbered from 6625 on 03/09)

The state agency must prepare an estimate of aagiue changes at the local level as the
result of a state executive regulation, any sugbaichmust be included in the estimate
prepared by the issuing agency. Any local revdosiges resulting from state executive
regulations are not reimbursable under the | manidat.

6611 COSTSTO STATE AGENCIES
(Revised and renumbered from 6631 on 03/09)

The issuing state agency must accurately identi§gscthat other state agencies incur as a
result of its regulation. The identification wélllow the other affected state agencies to
take the appropriate action to secure any needwdirfg. The basic methodology for
estimating costs is set forth in SAM Section 66The primary difference, of course, is
that the governments contacted for cost data woelstate, rather than local agencies or
school districts.

Each state agency must carefully review the we&Ralifornia Regulatory Notice
Register” published by the Office of Administrativew (OAL) in order to determine
whether any proposed regulation therein would irhgfeat department. The state agency
proposing to issue the regulation must notify aifigcéed state agency of any potential
impact. Each state agency will have to determomet$elf whether it needs to obtain
additional funding.

6612 SAVINGSTO STATE AGENCIES
(Revised and renumbered from 6632 on 03/09)

It is especially important to identify savings tgtate agency or agencies when there may
be corresponding costs to another state agencyadmnsfer of responsibility. Any
savings must also be identified so that the tadédmtial magnitude of such savings can

be known

6613 FISCAL IMPACT ON FEDERAL FUNDING OF STATE PROGRAMS
(Revised and renumbered from 6640 on 03/09)

Increasein Federal Funding

Federal funding of state programs could increagbegesult of state regulations if the
state acts to exercise authority granted by theréddjovernment. Most likely, this
would involve programs which have established sigaratios and the state acts to
increase the size of either the client group omidygnents themselves. In this context, it



is important to distinguish between regulationsalhimplement federal mandates and
those which are issued under authority grantedveydderal government. It must be
noted that recent court cases have held that teatdned loss of federal funds is not
equivalent to a federal mandate.

Rather than sampling any affected state and/ot &tdies, it would be appropriate and
acceptable for the issuing state agency to eithleutate the increased federal fund
(based on an established sharing ratio) or to cbttta federal agencies involved for
their estimates of any fiscal impact.

Reductions (savings) in Federal Funds

As with increased federal funds decreases would hkedy result for programs
involving sharing ratios. The same methodologygested for estimating federal fund
increases may be used for federal fund reductions.

6614 SIGNATURE REQUIRED FOR FISCAL IMPACT STATEMENT (FIS)
(Revised and renumbered from 6650 on 03/09)

A state agency adopting, amending, or repealirautine or emergency regulation shall
use the STD. 399 to make a determination and dp\alaestimate of that proposed
regulation's fiscal impact on local governmentsie Fiscal Impact Statement section of
the STD. 399 must be completed and signed whenieenaf proposed action is
submitted for publication in the California Reguoliat Notice Register.

The STD. 399 must be approved and signed by (1Ageacy fiscal officer and

(2) the Agency Secretary; the highest ranking @fim the state agency, if it is not under
an Agency Secretary; or a designee having a writedegation from the Agency
Secretary or the highest ranking official befores isubmitted to OAL. Prior to
submitting an emergency regulation to OAL for rewi¢he DOF signature is required on
the emergency regulation pursuant to GovernmeneGaattion 11346.1; however, the
signature is not needed at that time.

6615 ESTIMATESWHICH REQUIRE DEPARTMENT OF FINANCE
ACTION
(Revised and renumbered from 6660 on 03/09)

Subdivision (c) of Government Code Section 113%t#jgally authorizes the DOF to
"...review any estimate...for content including, but hmited to, the data and
assumptions used in its preparation.”

A state agency is not required in all instancesiti@in the concurrence of the DOF in its
estimate of the fiscal impact of its proposed ratioh on governmental agencies. Such
concurrence is required when the adoption, amengraerepeal of a regulation results
in local agency costs or savings, in state agensts®r savings, or in other



nondiscretionary instances such as local/statentevecreases or decreases which must
be depicted on the STD. 399 as follows:

A.1-Reimbursable Local Costs B.1-State Costs
A.2-Non-Reimbursable Local B.2-State

Costs Savings
A.3-Local Savings B.4-Other
A.6-Other

In addition, the DOF's approval is required for ith@usion in any such estimate of any
statement to the effect that reimbursement of looats will be requested in a subsequent
Governor's Budget, Section A.1 (b) on the STD. 399.

Requests for the DOF's concurrence in or apprdvaloost estimate for a proposed
regulation must be forwarded to the DOF PrincipalgPam Budget Analyst assigned to
the issuing state agency at least 30 days pritiretalate on which the "notice of proposed
adoption" is to be issued. The completed STD. 388trhe submitted to the DOF along
with copies of the calculations and assumptionditeato dollar estimates. Those
calculations and assumptions must address the gedpegulation's fiscal impact in the
current fiscal year and in the two subsequent ffigears. A copy of the local mandate
determination and any attachments thereto mustthened by the issuing state agency in
the rulemaking file required by Government Codetisacl1347.3. Questions regarding
any technical aspects of the state mandate lawlglbewdirected to that DOF analyst or
other governmental agencies that may be affecteatidogroposed regulation.

6616 INPUT FROM OTHER GOVERNMENTAL AGENCIESIN THE
DEVELOPMENT OF FISCAL ESTIMATES
(Revised and renumbered from 6670 on 03/09)

State agencies that propose to issue regulatiossatiaw for input from any and all
other governmental agencies which express condemut éhe potential fiscal impact of
the regulation on them. Such input must be seliclty the issuing state agency by
practical means such as holding public hearingslighing a notice in the California
Regulatory Notice Register, and offering any otiggpropriate means.

Although the DOF's concurrence is required onlytifmse circumstances set forth in
SAM Section 6615, such concurrence may be requésteahy other circumstances as
well. When the DOF has concurred in the fiscahestie, the DOF will, if requested, be
primarily responsible for providing evidence anstit|mony to the Commission on State
Mandates on any claim from a local government ti@ategulation results in increased
costs. Conversely, the issuing state agency wiptimarily responsible in instances
where the DOF's concurrence was not obtained.



